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On 2/17/66, Mr. ilov.-.rd C.' Frown, As'sfstFnt lienera^ianagei*, 
rgy Commission (aFC), outlined to Liaison aEC's findings with 
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regi'iu to apparent sloppy management of nuclear material's by NUMCC, 
an AFC subcontractor. Since April, 1965, AFC has made extensive 

and has reported the situation to 
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was n °t then so set up,,it>coula not be deter mined , 
losses occurred or whether Suteri el -«*■ nn-u 

iKwar 


internal technical checks at NUi'iF.. — . , r — __ . 

the Joint Con-.iittce on Atomic Energy of the Congress. The Joint U f 'E 
Committee was told by AFC on 2/14/66 that in the absence of evidence 
or suspicion of a violation of law, AFC had determined that inquiry by 
FBI was not then warranted. However, AFC has since decided it should 
.make more penetrating checks into Mi'lFC ' s operations, including 
] interviews with some present and former employees, but before doing so 
i felt FK1 should be consulted to sec if it desires to assume investigation 
of the matter. Under the circumstances, it is not felt we shoql^d^ ~ ~ 

BACKGROUNJ //7-JtS6^- 

According to Brown, MJMEC received 1012 kilograms 
uranium-235 from AFC to process into fuel elements for nuclear 
reactors for space propulsion. This subcontract was completed 10/31/1 
In April, 1965. an ACC inventory indicated a loss, fixed by later AEC ' 
check in November, 1965, at 61 kilograms, valued at $>764, 000, Prior to 
this determination, ACC had many meetings and discussions with MJMEC 
officials and conducted extensive internal investigation. Relatively 
unproductive technical searches of NUMCC premises and waste disposal* 
pits were also made. In addition, a survey of the plant's operations 
since 1967 revealed that MJMCC had had a total cumulative loss, on all 
ACC subcontracts, of 178 kilogram^, all but 61 of which ACC considers 
properly accounted for by normal processing losses. While it cannot 
say unequivocally that theft or diversion of the 61 kilograms has not • 
taken place. ACC Deli eyes- that MJMCC consistently underestimated its 
processing losses and tHar the loss (61 kilograms) being charged' ts^- 
the latest subcontract actually represents an accumulation of losiss 
lover an 8-year period. However, because the MJMCC records systi 
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PROCESSING LOSS OF 61 KILOGRAMS OF URANIUM-235 
NUCIEAR MATERIALS AND ELECTRONICS COFP . (NUMEC) , 
APOLLO, PENNSYLVANIA, 10/31/65 
ATOMIC ENERGY ACT 


subcontract was used, knowing or inadvertently, to offset losses on 
other contracts. 

According to Brown there will be no financial loss to the 
Government as NUMEC has agreed to pay for the 61 kilograms. In 
addition, NUMEC now has a better system for controlling nuclear 
materials and improvement is also expected, through NUMEC' s hiring 
* former AE(Lora«J*liu3|aM who worked on th* KEM 

inspection of November, 1965. Brown commented incidentally that AEC is 
consulting with Justice for guidance regarding possible conflicts of 
interest in regard to NUMEC' s hiring or Lovett, 
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From AEC correspondence with the Joint Committee made 
available by Brown it is evident that the new inquiry contemplated by 
AEC at NUMEC is prompted by searching questions the Committee has been c<» 
directing at AEC regarding controls exercised by AEC over nuclear 
materials. It is believed that this situation up to now has been 
rightfully treated by AEC as an administrative matter within its 
responsibility and there appears to be no basis for us to take any 
action unless and until AEC's inquiries develop more information 
indicative of a violation coming within our jurisdiction. AEC has 
assured that we will be immediately informed if such information is 
developed. Since the materials involved are Government property and 
thus any criminal activity later revealed conceivably would involve 
the Theft of Government Property statute as well as the Atomic Energy 
Act. this matter has been coordinated with the General. Investigative 


Division. 
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That Liaison orally advise AEC that under the present 
circumstances, we do not intend to assume any investigative 
responsibility in this matter but will rely on AEC to inform us of ^ 
any further developments coming to their attention which would indicate ) 
a violation within our jurisdiction. Liaison will thereafter follow 
closely with AEC. This will Jbe confirmed in writing . 
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p February 17, I960, Special Agen 
pf this Bureau conferred with Mr. 
lc Energy Connlseion (AEC) regarding captioned 




ry'js* Mr. Brora advised t hero were indications that the 

hgO — ^-/Nuclear Materials and Electronics Corporation (NUUEC), an 
l ^OjAEC subcontractor, was lax is the management of nuclear 

lT ] ^"fcrtorlals. Ho stated thol since April, 1965, AEC has nads 
M: . Cd extensive internal technical checks at NUVEC and has 

^ reported the situation to the Joint Committee on Atomic 

r aC, UZ Q| Energy of tho Congress. T! :s Joint Committee was told by 
V'S AEC on February 14, 19G6, that la the absence of evidence 

or suspicion of s violation of the law, AEC had detornlned I 
{■• - | , that inquiry by the FBI was not thon warranted, L 
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According to Mr. Brown, NUMBC received 1011 p>* 

kilograms of uraoiun-235 fro* AEC to process into fuel &< 

elements for nuclear reactors for space propulsion. This tPM 

subcontract was coaploted os October 31, 1964, In April, 1965, . 
an AEC inventory indicated s loss, fixed by a lstsr ABC 
check is November of 1965. st 61 kilograms valued at $764,000. ^ 


■?$*.* check is November of 1965, st 61 kilograms valued at 6764,000.;_ 

.] )*’ Trior to this dote rml net Ion. AEC had many meetings and die- r 

iJr - > . cuss lone with NUMEC officials and also conducted extensive - \ 

•’ internal investigation. Technical searches pf NUMEC premises f. A/ 
~ and waste disposal pita were also made. In addition] ‘BT • / 
survey of tbs plant* s operations sines 1657 revealed that :*jf, y 
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of 178 Ulosnas, all but 61 of which AEC considers properly 
accounted for by normal processing losses. While it cannot 
any unequivocally that theft or diversion of tho 61 kilograms 
baa not taken place, AEC believes that HUtfEC consistently 
underestimated its processing losses and that tbs loss of 
‘1 kilograms being charged to the latest subcontract 
ily repAtfavUts an accumulation of losses over an 
-year period* Mr. Brown pointed out, however, that 
because tho XUMEC records system was not then so set up, 
it could not be determined when tho various losses occurred 
or x:h -thcr material provided for the latest subcontract was 
uued, knowingly or inadvertently, to offset losses on other 
contracts. 


Hr* Brovn pointed out that there will be no 
financial loss to the Oovemnsnt as HIAU-*- has agreed to 
pay for the 61 kilograms. In addition, tfUMBC sow has * 
bettor system for controlling nuclear materials and an 
improvement is also expected through KUKSC's hlrlag of • 
former AEC official* sr. Brown advised, however, that ABC 
has decided It should sake sore penetrating checks into 
KlHJnC's operations, including interviews with some of their 
former employees, but before doing so he felt that tbs 
FOX should be consulted to determine whether it desires to 
assume investigation of the matter. 


This will confirm theinfonutlon furnished orally 
to Ur, Brown by Special AgedtflHmPua February 15, 1966, 
to the effect that we have given run consideration to this 
matter and under the present eiroumstances, we do not intend 
to assume any Investigative responsibility; however, it was 
requested that tho AEC advise us of any further developments 
coming to its attention concerning this matter which indicate 
there has been s violation within our Jurisdiction. 

1 - Xr, f. Vsltsr Tsaglsy 

Assistant Attorney General 

BOTB: See. memorandum from Mr, Brennan, * to 

Xr. Sullivan dated 1/16/66, same caption, prepared b 
which approved this action. 
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8k C, Pittsburgh 
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Sour let 4/19/66, 9*. 


Authority 1« granted for the Pittsburgh Office ... 
to interview the subject for the purpose of detemining 
whether he is acting in the United States as an agent 
for the Israeli Government under the provisions of the > 
Foreign Agents tegistration Act of 1938, as amended, Xn 
vies of the allegations received In this case and the 
Department's request for an investigation, it is not desired 
that subject be interviewed under any pretext. At the 
tine of the interview the subject should be advised that • 
your investigation in this natter is being conducted 
at the request of the Internal Security Division of the 
Department of Fustics, Submit the results of your 
investigation in report fora promptly. Upon receipt 
it will be forwarded to the Department with a request ' 
for the Department to advise whether captioned subject 
is required to register as an agent of a foreign government. 


* m r ■ '"W. \ ail Iflf'ORJUAIiOtf COWTAIHTO ’■ : V-. 

OIHOWIS* Heason^cnyi II, 

® • Oate ofReSew 

hotoA M)-. > 

\A/VLQur investigation was instituted based upon^* »» 
information received indicating that subject and his company 
had been negotiating with the Israeli Untie Energy Commission 
to establish a Joint company in Israel 7\ By letter dated ‘ * 

3/23/66 the Department pointed out thav information developed £ 
Indicated the possibility that subject night be required to. ^ 
register as a foreign agent, Pittsburgh has completed 
investigation and has requested authority to interview subject 
to develop information deplred by the Department, 
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CHARACTER OF CASE 


REFERENCES: Report of SA|HVHW plttsbur S h > 10/25/65 

Washington Fieldlette^t^Bureau, 12/6/65 "" 
Washington Field airtel to Bureau, 4/19/66 *■ ^ 

Bureau letter to Pittsburgh, 4/28/66 » sJLBltP $ 


ADMINISTRATIVE: 


Dr. ZALMAN SHAPIRO during interview on 6/15/66 
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V ■ • Y Br. ZALMAH MORDECAI SHAP IiQ of S4S1 lUrfimf t street, 

Pittsburgh, Pa., vas advised by 81 ■HHHV that he - 
did not hard to sa&k® a statement, anotnat any statements 
that he made oust be voluntary and could be used against him’ ; ; 

In a court of lav. He vas also advised that he had the < 
opportunity to consult with an attorney prior to Making any -v Y 

Dr. SHAPIRO advised that he vas born lay IS, 1920, ; 

at Canton, Ohio, and furnished the folloving information! - - 
.' • • . ■ , ■ : Y Y;Y? . • ■> oY. 1 ' (T) •*-;'? ' ■ ’ : Y;- Y- r - "V !Y:YY‘ 

He Is the President of nuclear Haterlais and ' Y.? # _V 

Equipment Corporation OTOMBC). Apoild, Pa. Approximately ons * > 
."year agC 'Ms company and the government of Israel formed a Y yV, 
r company knovn as the Israel Vumec^I sot opes and Radiation,^ J | 
Interprises (I50RAD),. limited, on a partnership basis. ■ i 
BUMEC Contributed one-third equity value and obtained 50% 
of the stock in I80RAD, and the Government of Israel ovned VJ1 
the other 50% of the outstanding stock. The Board of 
Directors of ISORAD consisted of ei ght members, including f 

four individuals appointed by MUMEC and four members appointed ! 
by the Israeli Government. Dr. SHAPIRO currently serves as | 
Chairman of the Board of Directors of I SORAP . The other j , J 
three members ef_the Board appointed by HOHEC and vho are 'f I 
presently serving on tftTBoard, are Pittsburgh area businessmen! 
namely, IJXXg'B&tH* President of a Pittsburgh re-development , f 
center! B BfJA Hiy^fosiH, prominent Pittsburgh realtor, and * 
PHILLXP /FOYERS , past President of-pfe stern Pennsylvania Pover. 
Company vho presently serves a* Assistant Chairman of ISORAD.^f 

The four Board members rspresenting the Israeli V,| 
Government occupy responsible positions in Israel, including ! | 
the head of the Israel Atomic Energy Commission, head of the !§ 
Research Branch of the Israel Atomic Energy Commission, and i§| 
head of the Citrus Board of the Israeli Government, am veil | || 
as a prominent Israeli banker. .Tbs last ISORAD Board meeting | 
vas held during October, 1965, and vas attended by all ths 
■ American Board member* .v 
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Data dictated. 


Tt>li docum.nt contain! ntlth.r r.comm.ndolloni nor eonclolloni ot lh. fBI. It li Ih. property ot th. FBI ond It loon.d to your ofl.ncy; 
It and Its cont.nt! or. not to b. dlitrlbut.d outild. your og.ncy. 
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DECLASSIFIEl 

PRIOR TO ACQUISITION 



By letter dated November 3, 19 60, ABC furnished 
a summary of the foreign activities of NUMBC, which 
states in part that "NUMBC is a sales agent for ths 
Government of Israel through its Ministry of Defense, 
Division of Supplies, 830 Third Avenue, New York 23, 
New York. In this connection, NUMBC has an arrange- 
ment with the Israel Atomic Energy Commission to 
do biological work on Insect control and assist in 
establishing facilities for the irradiation and 
preservation of citrus fruits. In this latter 
connection, NUMBC and the Government of Israel 
(represented by the Israel ABC) have formed a company 
in Israel called Isotopes and Radiation Enterprises 
Ltd. (ISORAD) which is an organisation to do 
experimental and commercial work in irradiation 
processing of foodstuffs and other commodities." 
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Decause 

e growtn ox mumjsu there exists a need to establish 
an effective way for getting information to employees at 
NUMEC concerning their plans, problems, and activities, 
and that the publication of this newspaper is intended to 
serve that purpose. 
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that NUMEC had sustained unaccountable losses of nuclear 
material, and since, that this mater ial m 
been diverted by subject to Israel 
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e contract between LR 

rocessed nuclear material 



Certain aspects of the performance of NUMEC 
under the contract had been unsatisfactory, particularly 
In the area of health standards expected of the firm In 
handling toxic materials, regarding routine handling and 
safeguarding of classified Information furnished the company 
and regarding unexplained loss of nuclear material. 


f Under the contract, NUMEC was furnished highly 

'sensitive Informatlon^^Ji^^ecret classification concernln 
operations at LRL. |HHHH^7no reason to think that such 
Information had eve^Teer^omproml sed In any manner through 
the actions of anyone In the firm. He did note, however, 
that security procedures In handling such Information 
had been unsatisfactory and felt this would enhance the 
possibility of Inadvertent compromise. 






